
-October 24,. 1986 

This letter.is in response to a request from 
Chief of the Assessment Standards Divi.sion., for,our advice .-- 
concerning the transfer .of the above-designated property- to a 
partnership. The facts as set fo.rth in. a letter to your office 
from 
follows: - * .. 

;, the attorney for the taxpayers, are as 
. . 

On March 7, 1980, a grant deed transferring the sub.ject 
property to P: 

as joint tenants, 
and V , husband and 

wife, as to an undivided 25 percent interest, 
A. and if:_- , husband and wife, as 
joint tenants, as to an undivided 25, per.cent interest, and L 

- an unmarried man, as to’an undivided-25 percent 
interest, was recorded in Nevada County. Although the property 
was held by each of the married transferees in joint tenancy 
with their respective spouses, the three husbands and the 
unmarried man were conducting a business. of developing, and 
improving the land for later sale. Because of the 
inconvenience of obtaining the wives’ signatures on transfers 
and conveyances, the parties decided in mid-1981 to formalize 
their arrangement and operate as the : Estates 
Partnership. Mr. I? _ determined that all seven of the 
parties who held title should execute a quitclaim deed in favor 
of the partnership. A_ quitclaim deed was prepared and 
forwarded for signatures on August 24, 1981, but was never 
signed. or returned to Mr. R, 

On August 21, 1981, Mr. R forwared the Statement of 
Partnership to County for recording. The Statement of 
Partnership was recorded on August 24, 1981, declaring that the 
partners in Estates are P, I A. 

S . and Lc __ Mr. RI I 
has recently learned that the quitclaim deed to ;he partnership 



, As. stated:ab&e, 
L, . 

ti.tle,, t‘o the-lpr0pe.r ty .-is presen.t..ly ..held ‘. i.ri the : 
name -of. seven- individuals... When’ hu’sb&d and w.if’e: take,,‘ti.tle ‘to 
property‘:as- ,join-t. tenants;. the .ownership.’ interest. of a- spouse ‘. 
is- the separate; property. of. the spouse. (Watson. _v.. Peyton.. 
(,1937’) l0 Ca-t;.2d 156, 159,.. 1 Therefore,: thme raised in a 
transfer of thi,,s-‘pro,perty’.to a partnership.‘.is the-issue .of. 
proporti.onality. Revenue .’ and- Taxa.tion Co.de set tion 6 1 (‘i ) 
provi.des: that the’ transf’er of property. to a legal_entity is a . . 
change. in .ownership, An’ exception to thisgeneral rule is 
found _in section '6.2 (a) I?) . Section 62(a)‘(2) exc.ludes any 
tr’a.nsfer.between. individuals and a .legal entity which results’ 
solely in '.a chang.e in .the method of holding title- to the r’eal ‘.. 
property and- in .which.. the. proportional ownership inter,ests. 
remain. the same lafter :‘the transfer.. Th.e .issue of proportion- 
ality .arises b,ecause seven. individuals wil% be, contributing 
proper$y to-- a. partnership. in, which only four of them ,ar,e :.. 

: partners. . . ,,. 
. 

We believe that.. the present case ‘is the.‘type. of transact,ion . . 
which the. Legislature intend.ed_ to be .covered by the .e,xclusion. 
provided. by section ,62(a)-(i). ‘.HoWever, the transfer must. 
comply with section 62(1a)(2) in form .as well as in’principle. 

If the wives continue to hold their interests, in th.e property, 
‘. in joint’ tenancy “with-their husbands, any transfer of the 

entire property to a partnership which does not include the 
wives as partners ‘will .be disproportipnate b.ecause, each wife 
holds a l/8 interest in the property as her separate p,roperty. .. 
If she. quitclaims her ownership interest .i.n the property to the 

.pattnership,.- before the. transfer she owns a l/8 interest-in the, 
property, and,, after the transfer, she owns no interest in the. 

. pr.operty because she. is not a partner. Therefore, in order to 
make. the transfer, .of the entire property proportional, it is 
our advisory opinion that one of two steps may be taken:. 

1. .*’ A wife may quitclaim her interest to her husband. 
This would be excluded as an interspousal transfer 
under section 63. The husband may then transfer his 
l/4 interest in the property for a l/4 interest in the 
partnership in a transaction excluded under section 
62(a)U); or, 

,2. 

. 

A husband and wife may transmute their interest held 
in joint tenancy to community property. When husband 
and wife- take tit.le as community property, the 
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“’ :. . ,: . : 
,. ownership-. i.nteres.ts. -of the spouses are.“Wpresent,. . 

‘,. existing; and’ equa.1.” {Civ.. Code S. 5105 i ) .This does 
not amount to- an effective. separate one-half interest 

-of each, except. .at dissolution of the- marr.iage. (Civ. 
Code- § 4800.) It is our. opinion that the transfer by 
the husband. of. a’ 114 interest in the property held as 
community property in exchange for a l/4 .par tnership ,. 
interest would be proportional. 

This let.ter should not be construed as an attempt to advise any 
party as to the community property or separate. property status 
of his or her .particular interest. Further , our opinion is 
advisory only. If you have any questions or wish.to discuss 
this, further, please contact me. 

Very truly yours, 

Michele F . ‘aicks 
Tax Counsel 

MFH:cbt 
q219D 

cc: Mr. Gordon P. Adelman 
Mr. Robert H. GuStafSOn 
Mr. Verne Walton 
Mr. Don Davis 
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